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1. OVERVIEW

While economies of the region are trading more,

they are also trading more efficiently. As import

tariffs have decreased significantly over the past

two decades, the importance of non-tariff measures

(NTMs) aimed at further reducing international

transaction costs, i.e. trade facilitation, has become

more apparent. Even excluding international

shipping costs, costs associated with completing

documentary and other import and export

procedures for international trade can account for

up to 15% of the value of traded goods (ADB/

ESCAP, 2009).

Many economies in the region have managed

to sharply reduce their costs in international

trade but there is still some way to go

Precisely measuring trade facilitation performance,

including the costs of international trade transactions,

remains a challenging exercise, not least because

of the lack of a precise definition and agreement on

the various cost components to include in the

measurement. ESCAP comprehensive trade cost

estimates, which include all additional costs

involved in conducting a transaction across borders

rather than within borders,36  reveals that many
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countries of the region have made significant

progress in trade facilitation over the past decade.

This is illustrated in figure 30 which shows that the

costs of bilateral trade between selected Asian

developing countries and Japan fell by up to 30%

between 2001 and 2008. Similar downward trends

exist between these countries and other countries in

and outside the region.

In particular China has made impressive progress in

reducing its international trade costs, now ranking

along with Germany and Malaysia as one of the

economies with the lowest international trade

costs.37  Individual country performances throughout

the region vary greatly, however. India, Kazakhstan

and Viet Nam, although still showing relatively high

trade costs, made the most progress in reducing

their trade costs relative to those of other countries

between 2004 and 2008. In contrast, the relative

comprehensive trade cost performance of some

other countries, such as Azerbaijan and the

Philippines, fell during that period.38

36 The comprehensive trade cost estimate is an objective

measure based on macroeconomic data rather than perception

survey data. It is a very broad aggregate measure of

international trade costs including, inter alia, costs related to

fulfilling regulatory import and export requirements, as well as

costs resulting from differences in currencies, languages,

culture and geographical distance. Domestic and international

shipping and logistics costs associated with imports and

exports are also included. Although tariff costs are also

accounted for, they typically account for 10% or less of

comprehensive trade costs.
37 Small economies heavily involved in re-export, such as

Hong Kong, China; and Singapore are excluded from the

ranking for technical reasons.
38 Both countries, however, have taken steps to reduce their

trade costs over the past two years, with the Philippines

showing a marked improvement in its logistics performance

and Azerbaijan implementing electronic single window systems

at border crossings.
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Indonesia, the Philippines and Thailand) of only

53%, on par with the costs prevalent in developed

country groupings, such as the members of the

North American Free Trade Area (NAFTA) and the

European Union.39  In comparison, intraregional

trade costs in South, North and Central Asia are

found to be more than double those of ASEAN

countries.

Comprehensive intraregional trade costs are usually

expected to be lower than inter-(sub)regional trade

costs due to the geographic proximity between

countries of the same (sub)region, as well as

similarities in languages and culture. Table 14

shows that this holds true for Asian subregions,

although barely so in the case of South Asia – the

trade costs associated with intra-subregional trade

in the South Asian Association for Regional

Cooperation (SAARC) are found to be only 1%

lower than those between SAARC and ASEAN, and

SAARC and the European Union. More generally,

the costs of trade among individual countries in

Asian subregions are found to be much higher than

those with non-Asian country groups. For example,

the costs of trade between ASEAN and SAARC are

Figure 30. Comprehensive international trade

costs between selected Asian developing

countries and Japan, 2001-2008

Source: ESCAP Trade Cost Database.

Note: Linear interpolation is applied when data are missing

(Cambodia: 2005-2007).
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39 Trade costs are defined here as all additional costs involved

in trading internationally as opposed to domestically. See Duval

and Utoktham (2010a) for a discussion of the comprehensive

measure of trade costs associated with this definition.

2. INTRA-VERSUS INTER-(SUB)

REGIONAL TRADE FACILITATION

Intra-(sub)regional trade facilitation performance

varies greatly among Asian subregions. ASEAN is

found to have achieved high levels of international

trade efficiency with tariff-equivalent trade costs in

its largest middle-income members (i.e. Malaysia,

Table 14. Tariff-equivalent intra- and extra-subregional trade costs in Asia, 2007

(Per cent)

East and North and Australia-

Reporter\Partner ASEAN-4 SAARC-4 North-East Central New EU-5 NAFTA

Asia Asia Zealand

ASEAN-4 53 (-2)

SAARC-4 139 (-8) 138 (-8)

East and North-East Asia 141 (-1) 227 (1) 113 (-3)

North and Central Asia 280 (8) 282 (-14) 204 (-7) 149 (-3)

Australia-New Zealand 90 (-4) 168 (-1) 155 (4) 329 (-3) 61 (3)

EU-5 113 (1) 139 (-5) 135 (-4) 166 (-6) 129 (0) 59 (-3)

NAFTA 109 (1) 162 (-10) 122 (-13) 259 (7) 130 (0) 107 (-4) 50 (-3)

Source: ESCAP Trade Cost Database.

Notes: Percentage changes in trade costs between 2003 and 2007 are given in parentheses.

ASEAN-4: Indonesia, Malaysia, Philippines and Thailand.

EU-5: France, Germany, Italy, Spain and United Kingdom.

SAARC-4: Bangladesh, India, Pakistan and Sri Lanka.
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found to be nearly 30% higher than the costs of

trade between ASEAN and NAFTA. Similarly, the

costs of trade between North and Central Asia on

the one hand and South Asia on the other hand are

50% higher than the costs of trade between North

and Central Asia and the European Union.

The track record in facilitating trade varies

among subregions, with ASEAN having

achieved high levels of international

trade efficiency

All subregions of Asia have made progress in

reducing international trade costs during this

decade. South Asia is found to have made

significant improvements in reducing both intra- and

extra-subregional trade costs, in particular with

North and Central Asia. North and Central Asia, the

subregion with the highest international trade costs,

however, made little progress in reducing its trade

costs with other subregions, with the exception of

the European Union.

3. AT- AND BEHIND-THE-BORDER

BARRIERS TO TRADE ARE BEING

REDUCED

Improving at-the-border procedures is at the core of

international trade facilitation. The time it takes to

complete all trade procedures involved in moving

goods from factory to ship deck at the nearest sea

port – or vice versa – in Asia-Pacific developing

economies decreased on average by about 16%

between 2005 and 2010 (see annex tables). South-

East Asia made the most progress, cutting its

average time to complete trade procedures to only

19 days on average. Cambodia and Thailand cut

their time by over 40% during the period. India and

Pakistan achieved improvements of a similar

magnitude, although trade procedures in South and

South-West Asia still take 50% more time to

complete than in South-East Asia (30 days). No

significant progress was made in the Pacific

subregion. North and Central Asia, consisting

mostly of landlocked countries, made some small

improvements, but the time to clear procedures

necessary to move goods to a sea port from most

countries remains lengthy (52 days on average).40

Overall, while significant progress was made, it still

takes three times longer to complete trade

procedures in Asia-Pacific developing economies

than in Asia-Pacific developed economies

(Australia, Japan and New Zealand), suggesting

considerable room for improvement.

The cost of completing trade procedures to move

goods from factory to seaport increased marginally

in most Asia-Pacific economies between 2005 and

2010, ranging from only $633 per container in

South-East Asia, to almost $2,200 in North and

Central Asia. This may be partially attributed to an

increase in the cost of labour, increased demand for

logistics and transport services as trade volumes

increase, and exchange rate fluctuations in some

cases. Average costs increased the most in South

and South-West Asia, by 16.6%, in the period 2005-

2010. In North and Central Asia, the costs of

completing trade procedures increased by an

average of 9%.

It still takes three times longer to complete

trade procedures in developing economies

than in developed economies

in Asia and the Pacific

Interestingly, no significant differences are found

between export time or cost, and import time or cost

in most economies of the region, suggesting no

particular bias against imports in most economies.

As of 2010, import time is found to be equal or

shorter than export time in many economies of

the region, including in Kazakhstan, Malaysia,

Sri Lanka and Solomon Islands. However, import

procedures still cost more than export procedures in

most economies of the region.

40 Importers and exporters also often face cumbersome

business and investment procedures at home, which

sometimes have an even larger effect on trade than the trade-

specific procedures (Duval and Utoktham, 2010b).
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4. BEYOND TRADE AND CUSTOMS

PROCEDURES: TRADE

INFRASTRUCTURE AND

LOGISTICS SERVICES

While streamlining regulatory procedures and

other import and export processes at home to

maintain or improve competitiveness is crucial,

a long-term holistic trade facilitation strategy

should necessarily address gaps in trade and

logistics infrastructure and services. The World

Bank Logistics Performance Index (LPI), based

mainly on a perception survey of international

freight forwarders and express carriers, suggests

that developing countries in the region as a whole

performed strongly, with no evidence of backsliding,

in the period 2007-2009. Private sector respondents

have mixed views on whether significant improve-

ment in logistics have taken place since 2005 in

many countries of the region, although there is wide

acknowledgement of improvements in information

and communications technology infrastructure, as

well as, to a lesser extent, in the quality of private

logistics services. Other areas requiring policy

attention in many countries are corruption and

capacity-building of trade control agencies other

than Customs.41

The quality of and access to logistics services

have improved, but the continuous

consolidation of the maritime industry

may affect the competitiveness

of small trading economies

As 80% of international trade is conducted through

seaports, improvement of maritime infrastructure

and services is an important aspect of trade

facilitation. The UNCTAD Liner Shipping Con-

nectivity Index (LSCI) provides a measure of a

country’s level of integration into the existing global

liner shipping network.42  China typically leads the

LSCI ranking, followed closely by a number of other

Asian economies such as Singapore, the Republic

of Korea and Malaysia.43

Looking at the underlying LSCI indicators, the trend

is for fewer companies with larger carrying capacity

to offer fewer services (routes) using larger ships.

This is true both for the Asia-Pacific region and

globally (see figure 31). While this reduces costs via

economies of scale, further consolidation of the

industry may ultimately reduce competition, leading

to higher costs. Importantly, this trend has the

potential to reduce connectivity and increase trade

cost of countries with smaller ports and trade

volumes, in particular where they are unable to

secure the investment necessary to build the

facilities to accommodate larger ships.

41 World Bank, “Logistics Performance Index 2010: the Asia-

Pacific Region”, LPI Regional Brochure Series (Washington,

D.C., 2010), at http://go.worldbank.org/0X5BB50CW0.

42 The index is calculated based on five components:

(1) number of ships; (2) the container carrying capacity in

twenty-foot equivalent units (TEUs) of those ships; (3) the

number of companies; (4) the number of services; and (5) the

maximum ship size, always referring to ships that are deployed

to provide liner shipping services to a country’s port(s). The

underlying data are derived by UNCTAD from Containerization

International online (http://www.ci-online.co.uk).
43 The LSCI ranking is available in Annex to the UNCTAD

Review of Maritime Transport (http://www.unctad.org/sections/

pub/docs/rmt2009_tblanxs_en.xls).

Figure 31. Increasing vessel size and decreasing

competition in the maritime sector, 2004-2010

Source: ESCAP, based on data from UNCTAD (2010).
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